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INDEPENDENT AUDITORS’ REPORT

Board of Directors
D’Arbonne Woods Charter School, Inc.
Farmerville, Louisiana

We have audited the accompanying financial statements of the D’Arbonne Woods Charter
School (a nonprofit organization, the School), which comprise the statements of financial
position as of June 30, 2017 and 2016, and the related statements of activities and cash flows
for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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Board of Directors
D’ Arbonne Woods Charter School
Farmerville, Louisiana

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of D’ Arbonne Woods Charter School as of June 30, 2017 and
2016, and the changes in its net assets and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as
a whole. The accompanying schedule of expenditures of federal awards, as required by Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards and Schedule of Compensation,
Benefits, and Other Payments to the Executive Director are presented for purposes of
additional analysis and are not a required part of the financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 29, 2017, on our consideration of the School’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and do not provide an opinion on internal control over financial reporting or
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the School’s internal control over financial
reporting and compliance.

;L{fww—’* f{;:zgm;m/

(A Professional Accounting Corporation)

December 29, 2017
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D'ARBONNE WOODS CHARTER SCHOOL, INC.

Farmerville, Louisiana

Statements of Financial Position

June 30, 2017
Temporarily
Unrestricted Restricted Total
Assets
Cash $ 4,146,518 $ 106,177  §& 4,252,695
Cash held for school facility construction 340,825 - 340,825
Investments 206,544 - 206,544
Funds held by fiscal agent 1,480,210 - 1,480,210
Accounts receivable 2,032 908 2,940
Grants receivable 432,549 - 432,549
Unamortized bond issuance cost 309,460 - 309,460
Land 473,787 - 473,787
Buildings 19,803,118 - 19,803,118
Buidling improvements 44,305 - 44,305
Land improvements 30,810 - 30,810
Construction in progress 56,600 - 56,600
Equipment 1,069,611 2,530 1,072,141
Land held for sale - - -
Accumulated depreciation (917,711) (1,518) (919,229)
Total assets $ 27,478,658 $ 108,097 § 27,586,755
Liabilities and net assets
Liabilities
Accounts and retainage payable 3 277,246  $ - $ 277,246
School activity funds payable - 3,994 3,994
Payroll liabilities 713,019 - 713,019
Compensated absences 179,140 - 179,140
Deferred revenues - - -
Long-term debt, current portion 257,544 - 257,544
Total current liabilities 1,426,949 3,994 1,430,943
Long-term debt 22,356,448 - 22,356,448
Total liabilities 23,783,397 3,994 23,787,391
Net assets 3,695,261 104,103 3,799,364
Total net assets 3,695,261 104,103 3,799,364
$ 27,478,658 §$ 108,097 $ 27,586,755

Total liabilities and net assets

The accompanying notes are an integral part of these statements

4



June 30, 2016

Temporarily
Unrestricted Restricted Total

$ 3,761,390 $ 36,696 $ 3,798,086
1,590,400 - 1,590,400
204,917 - 204,917
1,242,716 - 1,242,716
248 10 258

280,120 - 280,120
322,640 - 322,640
473,787 - 473,787
18,370,224 - 18,370,224
658,178 2,530 660,708
55,310 - 55,310
(378,325) (1,012) (379,337)

$ 26,581,605 § 38,224  $ 26,619,829

$  1,475552 % - $ 1,475,552
- 288 288
731,352 - 731,352
183,673 - 183,673

- 7,975 7,975

62,960 - 62,960
2,453,537 8,263 2,461,800
20,600,000 - 20,600,000
23,053,537 8,263 23,061,800
3,528,068 29,961 3,558,029
3,528,068 29,961 3,558,029

$ 26,581,605 § 38,224 § 26,619,829




D'ARBONNE WOODS CHARTER SCHOOL, INC.

Farmerville, Louisiana

Statements of Activities

For the Years Ended
June 30,2017
Temporarily
Unrestricted Restricted Total
Sapport and revenue
State public school funding $ 9,159,835 § - $ 9,159,835
Federal sources 551,227 - 551,227
State sources 14,666 - 14,666
School activity funds
Donations 430 1,545 1,975
Fundraisers 633 83,486 84,119
Cost of direct benefit to donors - (7,481) (7,481)
Meal income 57,574 - 57,574
Other income 59,989 177312 237,301
Interest income 27,226 - 27,226
Total 9,871,580 254,862 10,126,442
Net assets released from restrictions 180,720 (180,720) -
Total support and revenue 10,052,300 74,142 10,126,442
Expenses and losses
Program Services 9,266,859 - 9,266,859
Support Services
Management and general 565,466 - 565,466
Fundraising expenses 26,488 - 26,488
Total expenses 9,858,813 - 9,858,813
Loss on sale of assets 26,294 - 26,294
Total expenses and losses 9,885,107 - 9,885,107
Increase in net assets 167,193 74,142 241,335
Net assets at beginning of year 3,528,068 29,961 3,558,029
Net assets at end of year $ 3,695,261 § 104,103 § 3,799,364

The accompanying notes are an integral part of these statements
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June 36, 2016

Teraperarily
Unrestricted Restricted Total
8,143,286 § - $ 8,143,286
1,192,523 - 1,192,523
19,378 - 19,378
108 1,509 1,617
6,438 66,878 73,316
(2,330) (25,761) (28,091)
86,454 - 86,454
139,649 120,740 260,389
50,120 - 50,120
9,635,626 163,366 9,798,992
156,530 (156,530) -
9,792,156 6,836 9,798,992
7,985,151 - 7,985,151
641,651 - 641,651
13,590 - 13,590
8,640,392 - 8,640,392
8,640,392 - 8,640,392
1,151,764 6,836 1,158,600
2,376,304 23,125 2,399,429
3,528,068 § 29,961 § 3,558,029




D'ARBONNE WOODS CHARTER SCHOOL, INC.

Farmerville, Louisiana

Statements of Cash Flows

Cash flows from operating activities
Increase in net assets

Adjustment to reconcile increase in net assets
to net cash provided (used) by operating activities

Depreciation
Bond amortization
Loss on sale of assets

Changes in assets and liabilities
Accounts receivable
Grants receivable
Accounts payable
Payroll liabilities
Deferred revenues

Net cash provided (used) by operating activities

Cash flows from capital and related financing activities

Purchase of construction in progress and equipment
Proceeds from the issuance of debt
Payment on notes payable

Net cash used by capital and related financing activities

Cash flows from investing activities

Increase in funds held by fiscal agent
Purchase of investinents
Proceeds from the sale of assets

Net cash used by investing activities

Net increase (decrease) in cash
Cash at beginning of year

Cash at end of year

Shown on accompanying Statements of Financial Position as
Cash
Cash held for school facility construction
Total

Noncash capital and related financing activities
Purchase of equipment with proceeds from long-term debt

Supplemental disclosure of cash flow information
Cash paid for interest expense

Cash paid for capitalized interest

The accompanying notes are an integral part of these statements

For the Year Ended June 30,

2017 2016
241,335 1,158,600
583,699 36,846

13,180 7,577
26,294 -
(2,682) 531
(152,428) 110,757
(1,194,600) 150,907
(22,866) (103,360)
(7,975) 7,975
(516,043) 1,369,833
(2,060,260) (9,394,008)

2,287,118 23,101,865
(336,086) (14,257,596)
(109,228) (549,739)
(237,494) (246,695)

(1,627) (2,664)
69,426 -
(169,695) (249,359)
(794,966) 570,735

5,388,486 4,817,751

4,593,520 5,388,486

4,252,695 3,798,086
340,825 1,590,400

4,593,520 5,388,486

- 83,036
536,613 53,047
N 460,982




D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

1. Summary of Significant Accounting Policies

The D’Arbonne Woods Charter School, Inc. (the School) was granted a Type 2
charter by the Louisiana Board of Elementary or Secondary Education (BESE) to
provide educational services in Union Parish to students beginning with the 2009-
2010 school year. The curriculum is designed to meet the unique needs of rural, at-
risk students. The School serves eligible students in kindergarten through twelfth
grade. At its March 9, 2012 meeting the Louisiana State Board of Elementary and
Secondary Education approved a material amendment to the School’s charter
allowing an increase in total enrollment and to add grades nine through twelve
beginning with grade nine in the fall of 2012, subject to certain conditions set by the
State Superintendent of Education. The projected enrollment for the 2016 — 2017
school year was 945 students in grades K — 12. The School’s Charter was renewed
during the 2013 — 2014 fiscal year for a 10-year period. The School is governed by a
seven member board of directors. '

A. Financial Reporting

The School follows the guidance of the Not-for-Profit Entities Topic of the
Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) 958. The School is required to report information regarding its
financial position and activities according to three classes of net assets:
unrestricted, temporarily restricted and permanently restricted. In addition, the
School is required to present a statement of cash flows. Restricted contributions,
for which the restriction is met in the same year, are classified as unrestricted.

B. Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the
accounts and reported on the financial statements. The financial statements of the
School are prepared on the accrual basis of accounting whereby revenues are
recognized when earned and expenses are recognized when incurred.

C. Revenues

The School's primary source of funding is through the Minimum Foundation
Program (MFP) funded through the State Public School Fund. The School
receives funding per eligible student in attendance on October 1%, payable in
monthly installments. Adjustments are normally made in the following year.
State and Federal grants are generally on a cost reimbursement basis whereby
revenues are recognized when related eligible expenses are incurred.



D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

D. Property, Plant, and Equipment

The School has adopted the practice of capitalizing all expenditures for
depreciable assets where the unit cost exceeds $2,000 and the useful life exceeds
one year. Fixed assets are recorded at historical cost or estimated historical cost if
historical cost is not available. Donated assets are recorded at their estimated fair
market value at the date of donation. Betterments that naturally add to the value of
related assets or materially extend the useful lives of assets are capitalized. Normal
building maintenance and minor equipment purchases are included as expenses of
the School.

Depreciation of capital assets is calculated using the straight-line method over the
estimated useful lives of the assets. The following are the estimated useful lives of
the capital assets of the School:

Asset Useful Life (in years)
Buildings 40

Building Improvements 20

Land Improvements 30

Portable School Building 5

Furniture and Equipment 5-7
Computer Equipment 3

Buses 5-10
Software 5

E. Compensated Absences

The School grants all employees of the School a total of ten days of paid sick
Jeave per year. Sick leave may be accumulated from year to year with no limit.
Upon retirement or death prior to retirement, the School will pay to the employee
or his/her estate for any unused sick leave not to exceed 25 days. Unused leave
may be applied to years of service at retirement. In addition, all full-time
personnel employed on a twelve month fiscal year basis are entitled to annual
leave of ten to fifteen days per year, based upon years of consecutive service.
Unused leave may be accumulated at a rate of five days per year with a maximum
of twenty days. Upon retirement, death prior to retirement, termination, or
resignation, the School will pay to the employee or his or her estate for all unused
annual leave.

10



E.

H.

K.

D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

Income Taxes

The School is recognized by the Internal Revenue Service as a Section 501(c)(3)
tax-exempt organization. However, income from certain activities not directly
related to the School’s tax-exempt purpose is subject to taxation as unrelated
business income.

Also, the School is subject to income tax examinations by the Internal Revenue
Service and the Louisiana Department of Revenue; however, there are currently no
examinations in progress for any tax periods. The School is no longer subject to
examination by tax authorities for years ended before June 30, 2014.

Investments and Investments Held With Fiscal Agent

The School’s investments consist of certificates of deposit with maturities greater
than three months. The certificates are reported at cost which approximates fair
market value.

Investments held with fiscal agent are composed of United States Treasury Strips,
Treasury Bills, and Treasury Securities — State and Local Government Series
(SLGS) and are carried at fair value.
Statement of Cash Flows
For purposes of the Statement of Cash Flows, the School considers all investments
purchased with an original maturity of three months or less to be cash equivalents.
Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Concentrations

The School received 90% and 83% of its revenues in the years ended June 30,
2017 and 2016 respectively, from the State of Louisiana’s Minimum Foundation
Program, in accordance with its charter school contract with the State.
Reclassifications

Minor reclassifications have been made fo the prior year financial statements to
make them comparable to the current year presentation.

11



D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

2. Cash

The School's cash (bank balance) at June 30, 2017, was $4,800,209 of which
$250,000 was covered by Federal Deposit Insurance Corporation (FDIC) and
$4,550,209 was unsecured. A complete breakdown of cash is as follows:

Bank Bank Bank
Balance Balance Balance Book
(secured) (unsecured) {total) Balance
Cash $ 250,000 $ 4209384 $ 4459384 $§ 4,252,695
Cash held for school facility construction - 340,825 340,825 340,825

$ 250,000 $ 4,550,209 § 4,800,209 § 4,593,520

3. Investments
The School’s investments consist of Certificates of Deposit and U. S. Treasury

securities. The certificates of deposit were completely secured by FDIC. The School’s
investments at June 30, 2017 and June 30, 2016 were as follows:

June 30, 2017 Juane 30, 2016

Certificates of Deposit $ 206,544 % 204,917
Funds held by fiscal agent
Federated U.S. Cash Reserves 324 2
U.S. Treasury Strips 72,436 148,771
U.S. Treasury Bills 63,771 -
U.S. Treasury Notes - 118,043
U.S. Treasury Strip Interest Payment Tint 69,261 -
Treasury Securities - State and Local
Government Series - (SLGS) 1,274,418 975,900
Total funds held by fiscal agent 1,480,210 1,242,716
Total Investments $ 1,686,754 $ 1,447,633

Investments held with fiscal agent are composed of United States Treasury Strips,
Treasury Bills, and Treasury Securities — State and Local Government Series (SLGS)
and are carried at fair value. ASC Section 820 establishes the framework for
measuring fair value. That framework provides a fair value hierarchy that prioritizes

12



D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted market prices in active markets for identical
assets or liabilities (level 1 measurements) and the lowest priority to unobservable
inputs (level 3 measurements). The three levels of the fair value hierarchy under ASC
820-10 are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets and labilities in active markets that the School has the
ability to access;

Level 2 Inputs to the valuation methodology include quoted market prices for
sirnilar assets or liabilities in active markets; quoted prices for identical
or similar assets in inactive markets; inputs other than quoted prices that
are observable for the asset or liability; and inputs that are derived
principally from or corroborated by observable market data by
correlation or other means. If the asset or liability has a specified
(contractual) term, the level 2 input must be observable for substantially
the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to
the fair value measurement.

The asset or liability’s fajr value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value
measurement. Valuation techniques used need to maximize the use of observable
inputs and minimize the use of unobservable inputs.

The investments held by D’Arbonne Woods Charter School at June 30, 2017, are
valued at quoted market prices and other relevant information generated by market
transactions held by the School at that date, and are considered to be level 1 in the fair
value hierarchy.

Fair values for investments are determined by reference to quoted market prices and
other relevant information generated by market transactions.

The methods described above may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future value. Furthermore, while the
School believes its valuation methods are appropriate and consistent with other
market participants, the use of different methodologies or assumptions to determine
the fair value of certain financial instruments could result in different fair value
measurements within the fair value hierarchy.

13



D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements
For the Years Ended June 30, 2017 and 2016
For the years ended June 30, 2017 and 2016, the School’s investments (inciuding

gains and losses on investments bought, sold, and held during the year) changed in
value as follows:

June 30,
2017 2016
Interest income $ 34351 $ 32,143
Change in market value (7,125) 17,977

$ 27226 § 50,120

. Grants and Other Receivables

Grants receivable are as follows for the years ended June 30, 2017 and 2016:

Grant 2017 2016
Title I $ 142,740 § 109,810
Title I Migrant 22,350 13,515
Title IT - 9,547
IDEA 65,614 47,527
8-G - 3,462
Extended School Year - 1,485
Medicaid - 16,232
Career & Technical Education 201,845 75,182
Opportunity Grant - 3,360
Total $ 432,549 § 280,120

The other receivables are comprised primarily of various refunds, commissions, and
student lunch balances. The School expects to collect substantially all outstanding
balances and, therefore, does not include an estimate for allowance for doubtful
accounts.

. School Activity Funds

School Activity Funds are monies collected through dues, fundraisers, admissions or
other money generating activity by an organizational unit within the School. It also
includes donations from outside sources when such donation is made for a specific or
restricted purpose.

14



D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements
For the Years Ended June 30, 2017 and 2016

Any School Activity Funds collected for a specific purpose are considered
temporarily restricted until such funds are spent.

. Temporarily Restricted Net Assets

Temporarily restricted net assets represent the school activities funds and any
donations made for a specific or restricted purpose. As of June 30, 2017 and 2016, the
entirety of the School’s temporarily restricted net assets related to school activity
funds. At June 30, 2017, the School’s Track fund maintained a small deficit balance
which is to be restored through future activities.

. Property, Plant, and Equipment

Property, plant; and equipment consisted of the following:

June 30, 2017 June 30, 2016
Depreciable Assets
Buildings $ 19,803,118 § -
Building improvements 44305 -
Land improvements 30,810 -
Equipment 1,072,141 660,708
Total depreciable assets 20,950,374 660,708
Less: Accumulated depreciation (919,229) (379,337)
Net depreciable assets 20,031,145 281,371
Nondepreciable Assets
Land 473,787 473,787
Land held for sale ~ 55,310
Construction in progress 56,600 18,370,224
Total nondepreciable assets 530,387 18,899,321
Total property, plant, and equipment $ 20,561,532 § 19,180,692

Depreciation expense totaled $583,699 and $36,846 for the years ended June 30,
2017 and 2016, respectively.

In August 2011, the School purchased 21.65 acres of land at a cost of $55,310 for the
purpose of constructing its school facility. Subsequent to the purchase it was

15



D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

determined that this tract of land was not suitable for construction of the school. The
School approved advertising the land for sale and it was classified as Land Held for
Sale on the financial statements at June 30, 2016. The land was sold during the year
ended June 30, 2017. In March 2012, the School purchased 41.55 acres of land at a
total cost of $473,787 for the purpose of constructing its school facility.

Work on the new school facility was substantially completed and the building was
placed into service during the year ended June 30, 2017. Work on the construction of
the school facility was classified as Construction in Progress at June 30, 2016.
Continuing work on athletic facilities was classified as Construction in Progress at
June 30, 2017.

All assefs acquired with Louisiana Department of Education funds are owned by the
School while used for the purpose for which they were purchased. The Louisiana
Department of Education, however, has a reversionary interest in these assets. Should
the charter not be renewed, title in any assets purchased with those funds will transfer
to the appropriate agency.

. Retirement Plan

Certain employees of the School participate in the Teachers' Retirement System of
Louisiana (TRSL). The TRSL is a cost-sharing, multiple-employer defined benefit
pension plan administered by a separate board of trustees. Pertinent information
relative to the plan follows:

Plan Description: The TRSL provides retirement benefits as well as disability and
survivor benefits. Ten years of service credit are required to become vested for
retirement benefits, and five years to become vested for disability and survivor
benefits. Benefits are established and amended by state statute. The TRSL issues a
publicly available financial report that includes financial statements and required
supplementary information for the TRSL. That report may be obtained by writing to
the Teachers' Retirement System of Louisiana, P.O. Box 94123, Baton Rouge, LA
70804-9123.

Funding Policy: Plan members are required to contribute 8% of their annual covered
salary. The School is required to contribute at an actuarially determined rate. The
rates were 25.5% and 26.3%, respectively, of annual eligible covered payroll for the
years ended June 30, 2017 and 2016. Member contributions and employer
contributions for the TRSL are established by state law, and rates are established by
the Public Retirement System's Actuarial Committee. The School's contributions fo

16



D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

the plan were $949,705 and $899,349 for the years ended June 30, 2017 and 2016
respectively, which is equal to the required contribution.

. Bonds Payable and Long-Term Debt

During the year ended June 30, 2016, the School entered into a promissory note with
a local financial institution in the amount of $83,036 for the purpose of purchasing a
bus. The terms of the note called for 36 payments in the amount of $2,416. The note
carried a 3% interest rate and was secured by one of the School’s certificates of
deposit that held a balance of $102,482 at June 30, 2016. The balance of the note was
$62,960 at June 30, 2016 which was paid in October 2016.

The School issued a $5.1 million Qualified School Construction Bond (QSCB) dated
December 21, 2010 bearing interest at 1.0% for the purpose of constructing a school
facility. Interest is payable quarterly with the full principal amount due at maturity on
December 15, 2029. In addition, the School is making quarterly deposits into an
irrevocable trust reserved for future payment of the bond (the sinking fund). These
funds are shown as funds held by fiscal agent on the Statements of Financial Position
and had a balance of $1,480,210 and §$1,242,716 at June 30, 2017 and 2016,
respectively. The QSCB is secured by any of the unspent bond funds which were
approximately $341,000 and $1.6 million at June 30, 2017 and 2016 respectively, all
funds held by the fiscal agent as noted above and any assets purchased with the bond
proceeds. The approximate required balance in the sinking fund as prescribed in the
QSCB bond indenture document, to be funded in contributions, net of interest, is as
follows for the next five years: June 30, 2018, $1,730,711; 2019, $1,986,889; 2020,
$2,249,532; 2021 $2,518,803; and 2022, $2,794,869.

During the year ended June 30, 2014, the School obtained interim financing with a
local financial institution in anticipation of obtaining permanent financing from the
United States Department of Agriculture — Rural Development (USDA) for the
purpose of building a new school campus. The total amount of interim financing
available was $18,000,000. Of that amount, the School had drawn down $14,231,459
at June 30, 2016. The interim loan carried an interest rate of 4.27%. The balance of
the loan was repaid in June 2016 with proceeds from the issuance of a permanent loan
from the USDA. The total amount of available USDA funding is $18,000,000 of
which the School had drawn down $17,787,118 at June 30, 2017 and $15,500,000 at
June 30, 2016. The USDA loan is for the term of 40 years with payments beginning
on July 13, 2016. The loan carries an interest rate of 2.825%. Future minimum
payments on the USDA loan are as follows: ,
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10.

D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

2018 $ 257,544
2019 265,050
2020 271,509
2021 280,771
2022 288,962
Thereafter 16,150,155

$17,513,991

Changes in long-term debt were as follows for the year ended June 30, 2017:

Balance at Balance at

July 1, 2016 Additions Retirements June 30, 2017
Notes payable § 62,960 § - $ (62,960) $ -
QSC»B 5,100,000 - - 5,100,000
USDA 15,500,000 2,287,118 (273,127) 17,513,991
Total $ 20,662,960 $§ 2287118 § (336,087) & 22,613,991

Changes in long-term debt were as follows for the year ended June 30, 2016:

Balance at Balance at
July 1, 2015 Additions Retirements June 30, 2016
Notes Payable $ 50,214 $ 83,036 $ (70,290) $ 62,960
QSCB 5,100,000 - - 5,100,000
USDA Interim 6,585,441 7,601,865 (14,187,306) -
USDA - 15,500,000 - 15,500,000
Total $ 11,735,655 $ 23,184,901 $ (14,257,596) $ 20,662,960

During the year ended June 30, 2017, the School incurred $536,613 in interest
expenses.

Leases

The School leases a building, an athletic facility, and certain equipment under the
terms of various operating leases. The School recognized rental expenses of $69,446
and $318,575, respectively, for the years ended June 30, 2017 and 2016. The
noncancellable portion of future minimum lease payments are as follows:
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D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

June 30,
2018 § 44,940
2019 44,940
2020 245
$ 90,125

11. Allocation of Expenses

Expenses were allocated between Program Services, Management and General, and
Fundraising as follows for the year ended June 30, 2017:

Salaries and wages
Employee benefits

Payroll taxes

Advertising and promotion
Books and periodicals
Depreciation and amortization
Food services

Information technology
Insurance

Interest

Legal and accounting
Materials and supplies
Miscellaneous

Occupancy

Office expenses
Professional fees

Student transportation
Training

Travel

Total

Management
Program Service  and General Fundraising
$ 3,565,381 § 191,541 -
1,369,727 75,420 .
74,142 3,904 -
31 1,889 -
103,662 - -
550,428 46,451 -
274,115 - -
22,668 - -
6,154 41,585 -
506,026 30,587 -
- 128,431 -
869,324 - 26,488
84,705 599 -
763,812 1,675 -
66,741 10,351 -
349,378 25,019 -
628,445 - -
1,485 - -
30,635 8,014 -
$ 9,266,859 § 565,466 $ 26,488
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12.

D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

Expenses were allocated between Program Services, Management and General, and
Fundraising as follows for the year ended June 30, 2016:

Salaries and wages
Employee benefits
Payroll taxes
Advertising and promotion
Books and periodicals
Depreciation and amortization
Food services
Information technology
Insurance

Interest

Legal and accounting
Materials and supplies
Miscellaneous
Occupancy

Office expenses
Payments to affiliates
Professional fees
Student transportation
Training

Travel

Total

Uncertain Income Taxes

$

$

Management
Program Service and General Fundraising
3,417,727 $ 192,949 § -
1,249,884 61,060 -
148,243 11,337 -
- 4,038 -
122,239 - -
36,846 7,577 -
442 509 - -
48,340 874 -
5,434 37,622 -
- 53,047 -
- 96,138 -
686,781 ~ 13,590
45,361 1,310 -
559,663 - -
45,141 19,923 -
38,422 - -
226,530 150,278 -
851,805 - -
691 - -
59,535 5,498 -
7,985,151 § 641,651 $ 13,590

The School has adopted the provisions of FASB ASC 740 Accounting for
Uncertainty in Income Taxes. The implementation of this topic had no impact on the
statement of financial position or statement of activities.
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D'ARBONNE WOODS CHARTER SCHOOL, INC.
Farmerville, Louisiana

Notes to the Financial Statements

For the Years Ended June 30, 2017 and 2016

13. Subsequent Events
Management has evaluated subsequent events through December 29, 2017, the date

which the financial statements were available to be issued and determined that no
events occurred that require disclosure.
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INDEPENDENT AUDITORS’> REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
D’Arxbonne Woods Charter School, Inc.
Farmerville, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of D’Arbonne Woods Charter School, Inc. (a nonprofit organization, the
School), which comprise the statement of financial position as of June 30, 2017, and the
related statements of activities and cash flows for the year then ended, and the related notes to
the financial statements, and have issued our report thereon dated December 29, 20117.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School’s
internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the School’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the School’s internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal confrol that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of the internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. Given these
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D’ Arbonne Woods Charter School
Farmerville, Louisiana

limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit,
and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the organization’s internal control or on compliance. This report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the
School’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.

Hepprace ' Sgrtanc

(A Professional Accounting Corporation)

December 29, 2017
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
D’ Arbonne Woods Charter School
Farmerville, Louisiana

Report on Compliance for Each Major Federal Program

We have audited D’ Arbonne Woods Charter School, Inc.’s (the School) compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on each of the School’s major federal programs for the year ended
June 30, 2017. The School’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the School’s major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the School’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the
School’s compliance.
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